December - Mid January 2003

Political News

Results of Presidential Elections

Former Prime Minister, former Vilnius Mayor and Liberal Democratic Party leader Rolandas Paksas defeated Valdas Adamkus in the presidential elections on 5 January. Paksas received 54.7 percent of votes and Adamkus 45.3 percent. He is expected to be sworn in as president on 26 February. The voter turnout of 52.56 percent was about one percentage point lower than in the first round two weeks ago, when Adamkus received 35.1 percent of the votes cast and Paksas 19.4 percent. Many expected Adamkus to win without bigger problems, particularly since he received the public endorsement of all major political parties. Only not influential agricultural party announced that it supports Paksas.  The 46-year-old right-winger's surprise victory over Adamkus, 76, appears to have been well-funded. Lithuanian political analysts speculated that the election results signal widespread dissatisfaction with political parties and a desire for change. 

There are 2727805 voters on the voter list, 1436322 (52.65%) of them participated in a second round of Presidential elections. The number of votes cast for each candidate:

	  Candidate  
	Number of cast votes 

	
	  in electoral districts  
	  by post  
	  total  
	  %  

	 Rolandas Paksas 
	727250 
	50519 
	777769 
	54.71 % 

	 Valdas Adamkus 
	589851 
	54019 
	643870 
	45.29 % 

	Total:   
	1317101 
	104538 
	1421639 
	 


 

Paksas won in all administrative areas except the cities of Vilnius, Kaunas, Palanga, and Birstonas, as well as the Kaunas region (picture below). 
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Paksas immediately tried to calm down critics who view him as a potential obstacle to a May referendum on EU membership and early accession, stressing on 5 January that he wants to "send off a signal to the world that foreign policy will not change". But he added, "My first visit will be to Brussels to meet EU leaders and clarify the situation on certain points that do not satisfy me." Rejecting frequent comparisons to the French far-right leader Jean-Marie Le Pen, Paksas noted that "some people call me Le Pen - others call me a populist, demagogue, fascist, or radical." He said he fully supports Lithuania's entry to the EU next year. Paksas ran with the slogan "Vote for Change," while Adamkus built his  re-election bid on the country's recent invitations to join the EU and NATO - with membership expected as soon as 2004. On 6 January, after receiving preliminary data on election results, Adamkus said he expects Paksas to lead the country on the same track.

Paksas also may have some collision with center-left Prime Minister Algirdas Brazauskas's coalition, as he mentioned that he is not satisfied with work of some ministers. 

Much of his support come from voters who have quite pessimistic view about Lithuania economical progress and do not trust main and traditional political parties of Lithuania. Paksas accused the government of selling out to Brussels in membership negotiations concluded in mid-December in Copenhagen. "Most interesting is how his relations with the ruling coalition will develop, and if he wants a conflict to what degree will he take it," one capital-markets analyst said.

Although nothing has been announced, sources close to the president-elect say it appears likely that Paksas will also replace State Security Department Director Mecys Laurinkus, Police Commissioner General Vytautas Grigaravicius, and Special Investigations Service Director Valentinas Junokas - all of whom are presidential appointments, according to "Kauno diena." 

Right after elections President Adamkus announced an initiative to create a coalition of liberal and conservative forces to create strong coalition capable to win Seimas elections in 2004. This idea was immeadiately supported by Central Union, Conservative party and Liberal party, and leaders of these parties Glaveckas, Kubilius and Gentvilas said they will form one party. Adamkus assured he will support this coalition. 

26 political parties have submitted documents to compete on 22 December for seats on local government councils. The voters had to elect 1,560 deputies to 60 city and regional councils. The only parties expected to compete in all the districts are from the governing coalition: the Social Democratic Party and the New Union (Social Liberals). The Homeland Union (Conservatives of Lithuania) will nominate candidates in 59 constituencies; the Lithuanian Christian Democrats in 57; the Agricultural party  and New Democracy Union, the Lithuanian Liberal Union, and the Center Union in 55; and the Liberal Union in 54. Other parties  competed on a more modest scale, with 16 parties fielding candidates in eight or fewer councils.

	Party name 
	% 
	Number of seats 

	Socialdemocratic party 
	21.28% 
	332 

	Conservative party
	12.37% 
	193 

	Union of Agricultural and New Democracy parties 
	12.18% 
	190 

	Lithuanian Liberal Unions 
	10.26% 
	160 

	Lithuanian Central Union
	10.00% 
	156 

	New Union (socialliberals) 
	8.85% 
	138 

	Liberal – democratic party 
	8.27% 
	129 

	Christian Democrats 
	7.44% 
	116 

	Polish Election Action
	3.21% 
	50 

	Union of political prisoners 
	1.54% 
	24 

	Moderate Conservative Party
	1.03% 
	16 

	Lithuanian Nation Union
	0.71% 
	11 

	Lithuanian-Russian Union
	0.71% 
	11 

	Modern Christian Democrats 
	0.58% 
	9 

	Lithuanian Liberty Union 
	0.32% 
	5 

	Nationaldemocratic party 
	0.32% 
	5 

	Union ‘For Right Lithuania’ 
	0.19% 
	3 

	Nation Progress Party 
	0.19% 
	3 

	Russian Alliance 
	0.19% 
	3 

	Union of New Lithuania New Nationalists
	0.13% 
	2 

	Right Union 
	0.13% 
	2 

	Socialdemocracy 2000
	0.06% 
	1 

	Party of Poles in Lithuania 
	0.06% 
	1 

	
	
	1,560 
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The LSDP was the main winner, adding 56 more seats than its former component parts, the Democratic Labor Party and the Social Democratic Party, had won in the previous local elections in 2000. The Social Liberal party was the biggest loser, falling from first place in 2000 with 270 seats to sixth place. Most of the other major parties lost a small number of seats but maintained their relative positions. The Liberal Union get top votes in the three largest cities: Vilnius, Kaunas and Klaipeda.
Analyst say that ruling socialdemocratic party should not be too much happy about the results, as they won mostly in rural areas and inherited serious economical problems of agricultural regions. 

Foreign Ministry State Secretary Evaldas Ignatavicius and Russian Deputy Foreign Minister Vladimir Chizhov signed an agreement on travel between Lithuania and Russia in Moscow on 30 December. It provided that no visas would be required for Lithuanian residents to visit Kaliningrad Oblast or for Kaliningrad residents to Lithuania until 1 July 2003. After that date these persons would be issued multiple travel visas for visiting the other state for one year free of charge. Truck drivers of Lithuania and the Russian Federation will be issued annual visas without letters of invitation, but only through the national carriers associations. 

Kaliningrad Oblast Deputy Governor Mikhail Tsikel informed Vilnius that the Russian Foreign Ministry has granted Lithuania permission to expand the facilities of its consulate in Kaliningrad and to open another consulate in the town of Sovetsk in Kaliningrad Oblast. Lithuanian Consul General in Kaliningrad Vytautas Zalys expressed regret that it took Russia more than a year to grant the permission, as the necessary construction work will have to be hurried. He said the number of visas granted will expand greatly after 1 July 2003, when visa-free travel for Kaliningrad residents will end. Earlier this month, Lithuania gave Russia permission to open a consulate in Kaunas and a branch office in the town of Taurage. 

The Kaliningrad administration released data showing that Lithuania is the largest foreign investor in the oblast. A total of 498 enterprises, accounting for 27.4 percent of all joint ventures and foreign-owned companies, are operating in the oblast with Lithuanian capital. In the first eleven  months of the year, Lithuania's investments in the stock capital of Kaliningrad-based companies totaled 5.72 million euros, while Germany's and Poland's investments were worth 4 million euros and 1.43 million euros, respectively.

Foreign Minister Valionis and Belarusian Ambassador to Lithuania Vladimir Harkun exchanged notes in Vilnius on 31 December signifying that an interim agreement on mutual travel of their citizens would go into effect the next day. The agreement eliminated the previous visa-free entry which had been valid for certain groups of Lithuanian and Belarusian nationals and replaced with a system which permits persons more than 70 years old, residents of border areas, persons visiting graves of their relatives, tourists going to health facilities, and participants of cultural and sports events to cross the border without payment for their visas.  
Lithuania began talks on the country's integration into the European Economic Area. In addition to the European Union, the agreement will enable Lithuania to engage in free trade with Norway, Iceland and Liechtenstein. The negotiations are expected to be completed within three months. 

Economy

Seimas in its last session in 2002 adopted on 10 December the 2003 national budget. It foresees revenues increasing by 6.8 percent year-on-year to 11.09 billion litas and expenditures increasing 7.7 percent to 12.41 billion litas. The government said budget is socially geared and meeting the needs of Euro-Atlantic integration. The opposition claimed the deficit which represents almost 14 percent of the state budget or roughly 2.4 percent of GDP. 

Seimas also approved the 2003 budget for the state-run social-insurance fund, Sodra, including a planned surplus of 825,000 litas. They also amended the social-security law to raise the monthly benefits of pensioners with at least 25 years of work experience and set minimum disability pensions at 325 litas from 1 January.

Lithuania's Finance Ministry informed that national budget 2002 had closed with a 0.3-percent surplus for the first time since 1997, based on final data. Municipal budgets also received surplus revenues last year, while the state budget deficit was the lowest since 1997, the ministry said. During 2002 State budget collected 2.56 billion litas more compared with year 2001. According to minister of finances Dalia Grybauskaite, main influence on that had successfully recovering economy of Lithuania that continued to grow despite not favourable situation in outside markets. Main source of budget incomes was VAT tax, in 2002 it was 3.8 billion litas. Budgets of municipalities also received more money than planned by 3.6% (1.574 billion litas). 

Lithuania finished the year 2002 with an annual consumer price deflation of 1 percent, the national Statistics Department said. According to the figures, the overall annual deflation was determined by a 5.3 percent decrease in the prices of food products and non-alcoholic beverages over the year.

In January-November last year, Lithuania's exports went up 10.2 percent, while imports increased by 12.4 percent. Lithuania' s foreign trade balance was negative by 7.0944 billion litas, as exports totalled to 18.7 billion litas, while imports came to  25.8 billion litas. Great Britain, Russia, Germany, and Latvia were the main export destinations, while imports came from Russia, Germany, Italy and Poland. 

Nordea, a Scandinavian bank, has raised the forecast of Lithuania's gross domestic product growth for 2002 from 4.5 percent to 5 percent in the light of rapid economic growth in the third quarter of this year. The 2003 GDP growth forecast has been increased from 5.1 percent to 5.3 percent. "Lithuanian economy saw a particularly rapid growth, posting the fastest growth rate among the three Baltic states," said Roger Wessman, chief analyst at Nordea bank. According to preliminary data provided by the Statistics Department, the country's GDP grew by 6.6 percent in the third quarter of this year compared with the same period last year. In the first nine months of this year, GDP grew by 6.1 percent. 

The Bank of f Lithuania raised its GDP forecast on Dec 2 for 2002 from 5% to 5.3% and says the country’s economy may even exceed the growth target of 5.3% in 2002.  The Bank of Lithuania has also revised its 1% inflation forecast to 0.3% deflation. The Bank of Lithuania had put the GDP growth figure at 5% for the third quarter of this year, but the real figure stood at 6.6%. On the other hand, the fourth-quarter GDP growth may be lower than the respective figure last year of 9.6%.

Fitch IBCA credit-rating agency announced on 17 December that it is increasing Lithuania's rating for the second time this year. Lithuania's rating for long-term loans in local currency was raised from BBB+ to A-. The rating for long-term loans in foreign currencies was increased from BBB- to BBB. Fitch said the increases were a result of the country's consistent structural reforms, government commitment to maintaining a low fiscal deficit, a balanced state budget, and a moderate level of foreign debt. A successful privatization program, restructuring in the energy sector, and an improved business environment should allow the country to post annual GDP growth of 5-6 percent, the agency forecast. Fitch also increased the rating for long-term loans in foreign currencies for Vilnius Bankas, owned by Sweden's SEB, and for Lietuvos Zemes Ukio Bankas (Lithuanian Agricultural Bank), owned by Germany's Nord/LB, from BBB- to BBB. 

The National Labor Office announced on 6 January that the number of officially registered unemployed people at the beginning of the month was 191,200, an unemployment rate of 10.9 percent or 0.2 percentage points higher than a month earlier. The rate, however, was two percentage points lower than in the same period in 2001. It predicts that average unemployment this year will range between 10,5 percent and 11 percent. 

Finance Minister Dalia Grybauskaite and the head of the European Commission's delegation to Lithuania, Michael Graham, signed four financial memorandums in Vilnius on 19 December for 103.7 million euros in PHARE assistance to Lithuania. The greatest share of funds will go toward the decommissioning of the nuclear-power plant at Ignalina. PHARE will provide 6.3 million euros to finance the Business Support Project, which will be aimed at promoting business development in Lithuania and helping prepare for administering EU structural funds. Some 14.1 million euros will be used to support five projects of economic and social cohesion. All the contracts to implement the projects specified in the memorandums are to be concluded by 30 November 2004 and the work completed by 30 November 2005.

The Ignalina nuclear-power plant produced a total of 14.14 billion kilowatt-hours of electricity in 2002 or 25 percent more than in 2001. The state-run power-transmission company Lithuanian Energy exported a total of 6.8 billion kWh of electricity in 2002, a 63.4 percent increase over the previous year. The electricity was sent to Belarus (3.06 billion kWh), the Kaliningrad (2.31 billion kWh), Latvia (977 million kWh), Poland (318 million kWh), and Estonia (127 million kWh).

Lithuania's cabinet discussed on immediate-dismantling strategy for the planned decommissioning of nuclear reactors from the Ignalina nuclear-power plant. According to experts from the Economy Ministry, the approach should help avoid long-term social, economic, environmental, and financial after-effects. The strategy calls for an uninterrupted process starting with the dismantling of the facility immediately after its shutdown, and ends with the removal of all radioactive waste from the site. The need for funds will be greatest in the period 2004-12, peaking in 2008 with expenses of some 90 million euros, and will start diminishing around 2030. The alternative, a so-called postponed-dismantling process, would provide for razing only some of the buildings and sealing the reactors, allowing them to cool for 35-100 years before the remaining work is done. 

Lithuanian builders carried out construction works for 909.198 million litas in the third quarter of this year, up by 9.6 percent on the same time last year, the Statistics Department reported. Total volume of construction works on the domestic market grew by 9 percent, year-on-year, to 880.6 million litas, while the volume of construction works carried out outside Lithuania rose by 31.8 percent to 28.6 million litas. The largest volume of construction works was carried out in the Vilnius district (342.7 million litas). Construction works in Kaunas and Klaipeda districts totalled 152.6 million litas and 109.9 million litas respectively.

The Argentinean tanker "Princess Pia", sailing under a Panamanian flag and carrying 49,500 tons of fuel oil, ran aground on the evening of 11 December shortly after leaving the port of Klaipeda. Fortunately, no oil was spilled and later tanker was successfully towed to Gdynia port for repair. The Lithuanian Transport and Communications Ministry's Water Transport director, Juozas Darulis, noted that Lithuania plans to ban single-hull oil tankers from entering Klaipeda.

Privatisation 

 The State Property Fund announced on 2 January that state and municipal bodies had raised a total of 348.6 million litas ($105 million) by privatizing 963 objects in 2002. The largest transactions were the sales of a 76 percent share in the Lithuanian Agricultural Bank to the German bank Nord/LB for 71 million litas and of a 34 percent share in the natural-gas utility Lietuvos Dujos to the German energy companies Ruhrgas and E.ON Energie for 116 million litas. In 2001 Lithuania privatized 842 objects for 467.95 million litas.

Public opinion pools

As showed public opinion pool carried out in December 2002, 65% of Lithuanian citizens would vote for joining NATO, 20.2% would vote against, and 14.8% would not participate in the referendum.

Important Legal Acts

A new institution, the Environment Protection Agency, formed through the reorganization of the Environment Ministry's United Research Center and the Water Resource Department began working on 2 January. It will employ 102 persons and be headed by Liutauras Stoskus, who won an open competition for the director's position. 

Parliament ratified the 1997 Kyoto Protocol aimed at reducing greenhouse-gas emissions. President Adamkus signed the protocol at the United Nations in 1998, obliging the country to reduce its 1990-level emissions by 8 percent by 2008-12. Lithuania has substantially exceeded the requirements. Lithuania's greenhouse-gas emissions totalled 42 million tons in 1990, while in 2001 the figure was 16 million tons. Levels will likely increase in the future, when Lithuania fulfill EU obligations to close a nuclear reactor at Ignalina in 2005 and the second reactor in 2009. The protocol has been ratified by 95 countries, including all EU member states.


Information Technologies

The fixed-line telephony monopoly of Lietuvos Telekomas expired on January 1, liberating Lithuania's telecommunication market from any exclusive rights. From now on, all companies are free to choose the type of communications they want to provide, including fixed-line services and network administration.
Four more companies have plans to provide fixed-line telephony services in Lithuania to compete with Lietuvos Telekomas. Lithuania's Communications Regulation Authority received statements of intent to provide fixed-line services from Mediafon, Interneto Pasaulis, Eurocom and Linkotelus.

The Lithuanian cellular phone operator Omnitel has posted  702 million litas sales for 2002, up 43 percent year-on-year. Omnitel's number of subscribers soared by 47 percent from 579,000 at the start of 2002 to 850,000 by year-end. The company invested 260 million litas last year. 

The Statistics Department says mobile phone imports to Lithuania reached 206.271 million litas in the 11 months of 2002, up 78.3 percent against 2001. In volume terms, a total of 647,729 cell phones were imported into Lithuania in January through November last year, up 95.5 percent year-on-year. 
A PHARE project for the installation of 300 public Internet access points in Lithuania's rural areas has been launched. Lithuania's Information Society Development Committee under the Government and the Interior Ministry have drafted a project proposal for funding worth 3.15 million euro. Project will last 18 months and will focus on areas where communications infrastructure is less developed.   Every public internet access point will have up to computers and will be placed in libraries, post offices, etc. 
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